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against units that otherwise would fall 
in paragraph (a) of this section; any re-
maining replacements should be used 
to reduce the number of units quali-
fying under paragraph (b) of this sec-
tion. 

(f) Treatment of units combined with 
other units. Units that are removed 
from the inventory as a result of being 
combined with other units are not con-
sidered to be demolished units for this 
purpose. 

§ 990.116 Increases in dwelling rental 
income. 

(a) General. As described in 
§ 990.109(b)(1), PHAs shall be allowed to 
retain 50% of any increases in dwelling 
rental income, so long as the PHA uses 
the increased income for the provision 
of resident-related improvements and 
services. The retained income will not 
be recognized in the PHA’s calculation 
under the Operating Fund Formula. 

(b) Eligible uses for increased rental 
revenue. The uses for the retained in-
come must be developed with front end 
resident participation and ongoing 
input and shall be made part of the 
PHA plan submission. (See 24 CFR part 
903). Examples of eligible uses for the 
retained income include, but are not 
limited to: 

(1) Physical and management im-
provements that benefit residents; 

(2) Resident self-sufficiency services; 
(3) Maintenance operations; 
(4) Resident employment and train-

ing services; 
(5) Resident safety and security im-

provements and services; and 
(6) Optional earned income exclu-

sions. 

§ 990.117 Determining actual and re-
quested budget year occupancy per-
centages. 

(a) Actual occupancy percentage. When 
submitting Operating Fund Formula 
calculations for Requested Budget 
Years, the PHA shall determine an Ac-
tual Occupancy Percentage for all 
Project Units included in the Unit 
Months Available. The PHA shall have 
the option of basing this option on ei-
ther: 

(1) The number of units occupied on 
the last day of the month that ends 6 

months before the beginning of the Re-
quested Budget Year; or 

(2) The average occupancy during the 
month ending 6 months before the be-
ginning of the Requested Budget Year. 
If the PHA elects to use an average oc-
cupancy under this paragraph (a)(2), 
the PHA shall maintain a record of its 
computation of its Actual Occupancy 
Percentage. 

(b) Requested budget year occupancy 
percentage. The PHA will develop a Re-
quested Budget Year Occupancy Per-
centage by taking the Actual Occu-
pancy Percentage and adjusting it to 
reflect changes up or down in occu-
pancy during the Requested Budget 
Year due to HUD-approved activities 
such as units undergoing moderniza-
tion, new development, demolition, or 
disposition. If after the submission and 
approval of the Operating Fund For-
mula calculations for the Requested 
Budget Year, there are changes up or 
down in occupancy because of mod-
ernization, new development, demoli-
tion or disposition that are not re-
flected in the Requested Budget Year 
Occupancy Percentage, the PHA may 
submit a revision to reflect the actual 
change in occupancy due to these ac-
tivities. 

(c) Documentation required to be main-
tained. The PHA must maintain and, 
upon HUD’s request, make available to 
HUD specific documentation of the oc-
cupancy status of all units, including 
long-term vacancies, vacant units un-
dergoing modernization, and units va-
cant due to circumstances and actions 
beyond the PHA’s control. This docu-
mentation shall include a listing of the 
units, street addresses, and project/ 
management control numbers. 

§ 990.120 Audit. 

PHAs that receive financial assist-
ance under this part shall comply with 
the audit requirements in 24 CFR part 
85.26. If a PHA has failed to submit an 
acceptable audit on a timely basis in 
accordance with that part, HUD may 
arrange for, and pay the costs of, the 
audit. In such circumstances, HUD 
may withhold, from assistance other-
wise payable to the PHA under this 
part, amounts sufficient to pay for the 
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reasonable costs of conducting an ac-
ceptable audit, including, when appro-
priate, the reasonable costs of account-
ing services necessary to place the 
PHA’s books and records into auditable 
condition. The costs to place the PHA’s 
books and records into auditable condi-
tion do not generate additional subsidy 
eligibility under this part. 

§ 990.121 Effect of rescission. 

If there is a rescission of appro-
priated funds that reduces the level of 
funding under the Public Housing Cap-
ital Fund program, to the extent that 
the PHA can document that it is not 
possible to complete all the vacant 
unit rehabilitation in the PHA’s ap-
proved Annual Statement, the PHA 
may seek and HUD may grant a waiver 
for 1 fiscal year to permit full eligi-
bility under the Operating Fund For-
mula for those units approved but not 
funded. (See part 905 of this title for 
additional information regarding the 
Capital Fund program.) 

Subpart B—Financial Manage-
ment Systems, Monitoring and 
Reporting 

SOURCE: 53 FR 8067, Mar. 11, 1988, unless 
otherwise noted. 

§ 990.201 Purpose—General policy on 
financial management, monitoring 
and reporting. 

The financial management systems, 
reporting and monitoring on program 
performance and financial reporting 
will be in compliance with the require-
ments of 24 CFR 85.20, 85.40 and 85.41 
except to the extent that HUD require-
ments provide for additional special-
ized procedures necessary to permit the 
Secretary to make the determinations 
regarding the payment of operating 
subsidy specified in section 9(a)(1) of 
the United States Housing Act of 1937. 

§ 990.202 Applicability. 

The provisions of this subpart B are 
applicable to the development, mod-
ernization, and operation of the Turn-
key III and Turnkey IV Homeowner-
ship Opportunity Programs and the 
housing owned by the PHAs of the Vir-

gin Islands, Guam, Puerto Rico and 
Alaska. 

[57 FR 5588, Feb. 14, 1992] 

Subpart C—Project-Based 
Accounting 

SOURCE: 57 FR 61231, Dec. 23, 1992, unless 
otherwise noted. 

§ 990.301 Applicability. 

(a) The provisions of this subpart C 
are applicable to all PHAs that receive 
operating subsidies pursuant to section 
9 of the U.S. Housing Act of 1937 (the 
Act), both PFS-eligible PHAs and 
PHAs outside the 48 adjacent states for 
which operating subsidy eligibility is 
not calculated in accordance with the 
PFS. 

(b) PHAs that own and operate 250 or 
more dwelling rental units under title I 
of the Act, exclusive of section 8 units, 
are required to develop and maintain 
project-based accounting systems con-
sistent with § 990.310. Where a portion 
of a PHA’s rental inventory is sepa-
rately managed (by a resident manage-
ment corporation, for example), the 
250-unit threshold shall apply to the 
total number of PHA-owned dwelling 
rental units, including those separately 
managed. 

(c) PHAs that do not receive oper-
ating subsidies or that have fewer than 
250 rental units may, but are not re-
quired to, develop and use project- 
based accounting systems consistent 
with the specifications of this subpart. 

§ 990.305 Definitions. 

Cost Center. A set of units, activities, 
programs, or staff that are grouped by 
a PHA for purposes of management, fi-
nancial monitoring, and analysis. Cost 
centers can be delineated by adminis-
trative departments or divisions within 
a PHA, by office locations, by indi-
vidual projects or clusters or commu-
nities of projects that consist of one or 
more contiguous buildings, an area of 
contiguous row houses, or scattered- 
site buildings. 

Project. A building or set of buildings 
identifiable as a development project 
under a HUD-assigned project number. 
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